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Solicitor's Opinion on Drilling Extension for Leases in

Primary Term ~~ich Have Been Extended Under

Other Provisions (May 17, 1984)

UXI~ I~I DEP~ or TU IHTEKIOR
OrrICB or TU SOLICI~R
WASRIHOTON, D.C. 20240

May 17, 1984

BLH.ER.OJ1B

Memorandum

ToJ Director, Bureau of Land Management

Froml A..ociate Solicitor, Energy and Resource.

Subject I Ixten.ion of Oil and Ga. Lea...

YoU havl' reque.ted advice concerning the eligibility of certain oil and ga.
lea.e. tor exten.ion by prosecution of diligent drilling operation. at the
end ot the primary lea8e term under .ection 17(e) of tha Mineral Laa8ing Act
of 1920 (Act), 30 U.S.C. Sec. 226(e). Thi. "drilling exten8ion" qua.tion
aro.e whan a portion ot a leasa wa. commit tad to an unit agreement. The
uncommitted portion wa. .egregated into a new lea.e with la8. than two year.
remaining in it. primary term. Under .ection 17(j) of the Act, the
.egregated (nonunitized) laase "8hall continue in force and effect tor the
term theraot but tor not lea. than two year. from the data ot .uch
.agregation and .0 long thareafter a. oil or ga8 i. producad in paying
quantiti..." 30 U.S.C. Sac. 226(j). The .eqr.gated lea8e receivad the
additional time undar .action 17(j) (only 17 day8 in the particular ca8a)
but the le..ae ha. inquired whether the laa.e might al.0 receive a drilling
exten.io". We conclude the primary term, but not the ext.nd8d term, ot the
lea8e ma'" be axt8nded by drilling under section 17(.).

Your quelltion involves two parts: (1) may the lease be extended by drillinq
at the el1d of the 2-year seqreqation extension; and (2) may the lea.. be
extended by drillinq at the end of the primary term even thou9h the actual
lease teJ~ ha. alr.ady been extended under section 17(j). Drillinq
exten.ion. under .ection 17(e) are clearly limited to the end of the primary
term and are not applicable at any other time. Enfield v. KleDDe. 566 F.2d
11J9 (10t;h Cir. 1977). The Board of Land Appeal. ha. .pecifically ruled
that a llla.e may not be extended by drillinq at the end of a 2-year
exteneion under .ection 17(j) which resulted from seqreqation. from
elimination of the lea.e from a unit. or from termination of the unit.
Texaco. J~. 34 IBLA 127 (1978); Yatee Petroleum COrD.. 34 IBLA 7 (197B).

The .ecol:\d part of the question has no readily available answer. The Board
implied that .uch a lease would qualify for a drillinq exten.ion when it
.tated:

if th. 1.88.. i8 to obtain an .xt.n.ion by drilling

over, h. mu.t b. conducting actual drilling operation.

at the conclu.ion of the lO-year prLmary term [for

noncompetitiye leases], notwithstanding the fact that

the actual lease term might otherwise haye been

extended beyond the end of the initial lO-year primary

term.
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Texaco.~, AY.P.U at 130; Yate8 Petroleum CorD. , ~ at 11. Since thi.

wa. no1: an i..ue in either case (neither lessee wa. drillinq at the end of.

the pr:Unary term), thi. .tatement is not a conclusion of. law by the Board.

Boweve]~, .ince the lanquaqe of. the Act provide. no definitive quidance

either way and .ince the Board's construction qive. con.istent meaninq to

both e]~en8ion provision8, we see no reason why it may not be followed.

In conc:lusion, where a lease is subject to an extension under section 17(j)
but i. still within it. primary term, it may receive a drilling exten.ion
under Ilection 17(8) if the lessee is prosecuting diliQent drillinQ
operat:i.on. at th. end of th. primary term. It such a leas. i. extended by
drilling, th. drillinQ exten.ion operate. in place at, and ~ in addition
to, tho ..ction 17(j) extension The drillinQ exten.ian beQin. at the end ot
the prJ~ary term of the lea.e and .upersedes the prior section 17(j)
.xtensJ.on

Lawrence J. Jen8en
Associate Solicitor
Enerqy and Resource8
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